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COMMERCE-JUSTICE-STATE/Internet Gambling Ban

SUBJECT: Departments of Commerce, Justice, and State, the Judiciary, and Related Agencies Appropriations Bill
for fiscal year 1999 . . . S. 2260. Kyl/Bryan amendment No. 2366.

ACTION: AMENDMENT AGREED TO, 90-10

SYNOPSIS:  As reported, S. 2260, the Partments of Commerce, Justice, and State, the Judieiad Related gencies

Appropriations Bill for fiscalyear 1999, willprovide a total of $33.239 billion in new bget authoriy, which
is $1.115 billion more tharparopriated for fiscalyear (FY) 1998 and is $3.647 billion less thaguested. The bill contains e
spendirg increases for various law enforcement activities.

The Kyl/Bryan amendment, as amendedyould prohibit Internetgambling. It would be illgjal for aperson knowigly to use
the Internet or another interactive coputer service tglace, receive, or otherwise make a bet agaxavith ary person, or to send,
receive, or invite information assisgiim theplacing of a bet or wger with the intent to send, receive, or invite information asgistin
in theplacing of a bet or wger. Thepenally for aperson violatig this prohibition by placing a bet or wger would be p to three
months inprisonment or thgreater of three times the amountgeeed, the total amount received as a result of sugbnng, or
$500, or both. Th@enaly for a person violatiig this prohibition by operatirg a gambling business would beputo 4 years
imprisonment or th@reater of the amount received ingeas, $20,000, or both. Permanentinttions on transmittipbets or
wagers or information to assist in gexing could beplaced gainst violators of thigrohibition. A court could rguire an Internet
serviceprovider to cancel the account opaerson who violated thigrohibition. Other technicaflfeasible restrictions on Internet
services could be geired if they did not unreasonapinterfere with access to lawful material at other online locations, unless the
Internet servicgrovider could show that tigevere not economicalireasonable. Federal district courts would havgireal and
exclusivejurisdiction. State attorye general could institutproceedimgs. The definition of Internegambling would not include:
business transactions covergdliiie Securities and ExchlggnCommission (SEC); transactionsjgabto the CommoditExcharge
Act; contracts of indemnjtor guarantee; contracts for life, health, or accident insurance; “rotisserie” or {faptas leagues that
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do not chage participation fees or that are limited to reasonable administrative fegmifticipation; information concerngm
parimutuelpools; aly new rgporting or anaysis of wagering activity; ary posting or reporting of ary educational information on
wagering; sulject to restrictions to control access, otherwigalletrastate waers for a State lottgr a multi-State lottsr, or a
racing or parimutuel activiy; or, sulpect to restrictions to control accegambling in accordance with the Indian GamiRegulatory
Act that is conducted on Indian lands or in thglizable State in accordance with a Tribal-Sgaening conpact.

Those favoringthe amendment contended:

Two years go Internetgambling was a $60 million business. Lastar itgrew to $700 million, and if we do not act soon ityma
exceed $10 billion ypthe turn of the centyr Much of this activiy is alreag illegal under the Federal Wire Act, but no one
anticipated when that Act was written that the Internet would exist. The enforcement tools available under the Federal Wire Act
are sinply inadeguate to stp Internetgambling. The Kyl amendment would correct thabblem with strog Federal enforcement.

The Internet hagreatly expanded theyipe of gambling that ispossible over thghone lines (soon, with satellite communications,
it is likely that some Internggambling will not even be on thphone lines), and it has made it much easiequasder fortunes.
Any child with his or heparent’s credit card can nowgsion to an online virtual casino and in a matter of minutgs wiit a
family’s life savirgs. In State-rgulatedgambling, close control can also be exercised to make sure thgathes are fair, and to
stop peaple from bettig when thg are losig too much, but no such controls exist for most ofgambling on the Internet.
Criminals are alwgs attracted tgambling because of the lygg amounts of moryethat can be made thrglu dishonestiames; the
only way to control that criminal actiwtis throwgh very close monitorig and Igal enforcement.

Gamblirg is a vey dargerous activig for gamblers and socigtAbout Spercent ofgamblers become addicted; abouptcent
of those who become addicted conptaite suicide and 1fgercent of them commit suicide; @@rcent ofpatholagical gamblers
commit crimes tgay their wagering debts. Aproximatel 60 percent of those Americans who filed for bargtoy lastyear had
gambling debts thg could not rpay; the total debt written off lastear from bankrptcies was $40 billion.

Ordinarily, the States do noppreciate Federal encroachment on tipeivers. For the mogtart, gambling has been grilated
at the State level. In this case, thbuthe States regnize that thg do not have the abiitto st Internetgambling. All 50 States
attorng/s general have ged the Federal Government to ban taimbling and to enforce that ban. Thall strorgly suypport the
Kyl amendment. Saport for the Kyl amendment covers a broad garof thepolitical spectrum. Pro-famyl, religiousgroups like
the Christian Coalition, Focus on the Famind the Famjil Research Council have endorsed this amendnntsgroups that
are concerned abouparts beimg corrypted by gambling, including the NCAA, the Amateur Athletic Association, the NHL, the
NBA, Major Leggue Baseball, and Niar League Soccer, all strghy suypport the Kyl amendment, and consungeoups like Public
Citizen havegiven this amendment their goort. Other interests, such parimutuel racig organizations and Internet service
providers, initialy had reservations with the amendment, but gbshave been agied to meet their concerns. Theyrdmainirg
objections are from Indiagroups that have been gaging in Internetgaming and from offshorgamirg interests that stand to lose
billions of dollars. We have alrep@xplained on therevious vote wit we cannotjive a pecial exemtion for Indian tribes, and
we frankly do not care if forgin casinos cannot make uguéated billions of dollars iprofits off of American Internejamblers.

Now is the time to act. Lagear there were opnl70 onlinegambling sites. Now there are 140. Ngdar theprediction is that
there will be 500. In a feyears, so much mopavill be involved that it will be much more difficytolitically to stg this problem.
We uige our collegues tgjoin us inpassiny this amendment to gtdnternetgambling.

Those opposinghe amendment contended:
Internetgambling is alreag illegal under the Federal Wire Act. That Act makes iggleto gamble usig a telgphone wire.

Internet communications are over f@ene wires. What theyX amendment actuglldoes is make some Intermaimbling legal.
We qpose it for that reason.



